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(3) Examples. The following examples
illustrate the application of this para-
graph (b):

Example 1. A director anticipates that the
taxpayer has only one item of property that
can be seized and sold. This item is esti-
mated to have a fair market value of $250.00.
The director also estimates that the costs of
seizure and sale will total $300.00 if this item
is seized. The director is prohibited from lev-
ying on this one item of the taxpayer’s prop-
erty because the costs of seizure and sale are
estimated to exceed the property’s fair mar-
ket value.

Example 2. The facts are the same as in Ex-
ample 1 except that the director anticipates
that the taxpayer has 10 items of property
that can be seized and sold. Each of those
items is estimated to have a fair market
value of $250.00. The director also estimates
that the costs of seizure and sale will total
$300.00 regardless of how many of those items
are seized. The director is prohibited from
levying on only one item of the taxpayer’s
property because the costs of seizure and
sale are estimated to exceed the fair market
value of the single item of property. The di-
rector, however, would not be prohibited
from levying on two or more items of the
taxpayer’s property because the aggregate
fair market value of the seized property
would exceed the estimated costs of seizure
and sale.

Example 3. The taxpayer has three items of
property, A, B, and C. The director antici-
pates that the value of items A, B, and C de-
pends on their being sold as a unit. The di-
rector estimates that due to high anticipated
costs of storing or maintaining item B prior
to the sale, the aggregate fair market value
of items A, B, and C will not exceed the an-
ticipated expenses of seizure and sale if all
three items are seized. Accordingly, the di-
rector is prohibited from levying on items A,
B, and C.

Example 4. The facts are the same as in Ex-
ample 3 except that the director does not an-
ticipate that the value of items A, B, and C
depends on those items being sold as a unit.
If the director estimates that the aggregate
fair market value of items A and C exceeds
the aggregate anticipated costs of the sei-
zure and sale of those two items, items A and
C can be seized and sold. The director is pro-
hibited from levying on item B because the
high cost of storing or maintaining item B is
estimated to exceed the fair market value of
item B.

(c) Restriction on levy on date of ap-
pearance. Except for continuing levies
on salaries or wages described in
§301.6331-1(b)(1), no levy may be made
on any property of a person on the day
that person, or an officer or employee
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of that person, is required to appear in
response to a summons served for the
purpose of collecting any under-
payment of tax from that person. For
purposes of this paragraph (c), the date
on which an appearance is required is
the date fixed by an officer or em-
ployee of the Internal Revenue Service
pursuant to section 7605 or the date (if
any) fixed as the result of a judicial
proceeding instituted under sections
7604 and 7402(b) seeking the enforce-
ment of the summons.

(d) Jeopardy. Paragraphs (a) and (c) of
this section do not apply to a levy if
the director finds, for purposes of
§301.6331-1(a)(2), that the collection of
tax is in jeopardy.

(e) Effective date. These regulations
are effective December 10, 1992.

[T.D. 8558, 59 FR 38903, Aug. 1, 1994, as amend-
ed by T.D. 8939, 66 FR 2821, Jan. 12, 2001]

§301.6331-3 Restrictions on levy while
offers to compromise are pending.

Cross-reference. For provisions relat-
ing to the making of levies while an
offer to compromise is pending, see
§301.7122-1.

[T.D. 9027, 67 FR 77417, Dec. 18, 2002]

§301.6331-4 Restrictions on levy while
installment agreements are pending
or in effect.

(a) Prohibition on levy—(1) In general.
No levy may be made to collect a tax
liability that is the subject of an in-
stallment agreement during the period
that a proposed installment agreement
is pending with the Internal Revenue
Service (IRS), for 30 days immediately
following the rejection of a proposed
installment agreement, during the pe-
riod that an installment agreement is
in effect, and for 30 days immediately
following the termination of an install-
ment agreement. If, within the 30 days
following the rejection or termination
of an installment agreement, the tax-
payer files an appeal with the IRS Of-
fice of Appeals, no levy may be made
while the rejection or termination is
being considered by Appeals. This sec-
tion will not prohibit levy to collect
the liability of any person other than
the person or persons named in the in-
stallment agreement.
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(2) When a proposed installment agree-
ment becomes pending. A proposed in-
stallment agreement becomes pending
when it is accepted for processing. The
IRS may not accept a proposed install-
ment agreement for processing fol-
lowing reference of a case involving the
liability that is the subject of the pro-
posed installment agreement to the De-
partment of Justice for prosecution or
defense. The proposed installment
agreement remains pending until the
IRS accepts the proposal, the IRS noti-
fies the taxpayer that the proposal has
been rejected, or the proposal is with-
drawn by the taxpayer. If a proposed
installment agreement that has been
accepted for processing does not con-
tain sufficient information to permit
the IRS to evaluate whether the pro-
posal should be accepted, the IRS will
request the taxpayer to provide the
needed additional information. If the
taxpayer does not submit the addi-
tional information that the IRS has re-
quested within a reasonable time pe-
riod after such a request, the IRS may
reject the proposed installment agree-
ment.

(38) Revised proposals of installment
agreements submitted following rejection.
If, following the rejection of a proposed
installment agreement, the taxpayer
makes a good faith revision of the pro-
posal and submits the revision within
30 days of the date of rejection, the
provisions of this section shall apply to
that revised proposal.

(4) Exceptions. Paragraph (a)(1) of this
section shall not prohibit levy if the
taxpayer files a written notice with the
IRS that waives the restriction on levy
imposed by this section, the IRS deter-
mines that the proposed installment
agreement was submitted solely to
delay collection, or the IRS determines
that collection of the tax to which the
installment agreement or proposed in-
stallment agreement relates is in jeop-
ardy.

(b) Other actions by the IRS while levy
is prohibited—(1) In general. The IRS
may take actions other than levy to
protect the interests of the Govern-
ment with regard to the liability iden-
tified in an installment agreement or
proposed installment agreement. Those
actions include, for example—

§301.63314

(i) Crediting an overpayment against
the liability pursuant to section 6402;

(ii) Filing or refiling notices of Fed-
eral tax lien; and

(iii) Taking action to collect from
any person who is not named in the in-
stallment agreement or proposed in-
stallment agreement but who is liable
for the tax to which the installment
agreement relates.

(2) Proceedings in court. Except as oth-
erwise provided in this paragraph
(b)(2), the IRS will not refer a case to
the Department of Justice for the com-
mencement of a proceeding in court,
against a person named in an install-
ment agreement or proposed install-
ment agreement, if levy to collect the
liability is prohibited by paragraph
(a)(1) of this section. Without regard to
whether a person is named in an in-
stallment agreement or proposed in-
stallment agreement, however, the IRS
may authorize the Department of Jus-
tice to file a counterclaim or third-
party complaint in a refund action or
to join that person in any other pro-
ceeding in which liability for the tax
that is the subject of the installment
agreement or proposed installment
agreement may be established or dis-
puted, including a suit against the
United States under 28 U.S.C. 2410. In
addition, the United States may file a
claim in any bankruptcy proceeding or
insolvency action brought by or
against such person. If a person named
in an installment agreement is joined
in a proceeding, the United States ob-
tains a judgment against that person,
and the case is referred back to the IRS
for collection, collection will continue
to occur pursuant to the terms of the
installment agreement.

(c) Statute of limitations—(1) Suspen-
sion of the statute of limitations on collec-
tion. The statute of limitations under
section 6502 for collection of any liabil-
ity shall be suspended during the pe-
riod that a proposed installment agree-
ment relating to that liability is pend-
ing with the IRS, for 30 days imme-
diately following the rejection of a pro-
posed installment agreement, and for
30 days immediately following the ter-
mination of an installment agreement.
If, within the 30 days following the re-
jection or termination of an install-
ment agreement, the taxpayer files an
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appeal with the IRS Office of Appeals,
the statute of limitations for collec-
tion shall be suspended while the rejec-
tion or termination is being considered
by Appeals. The statute of limitations
for collection shall continue to run if
an exception under paragraph (a)(4) of
this section applies and levy is not pro-
hibited with respect to the taxpayer.

(2) Waivers of the statute of limitations
on collection. The IRS may continue to
request, to the extent permissible
under section 6502 and §301.6159-1, that
the taxpayer agree to a reasonable ex-
tension of the statute of limitations for
collection.

(d) Effective date. This section is ap-
plicable on December 18, 2002.

[T.D. 9027, 67 FR 77417, Dec. 18, 2002]

§301.6332-1 Surrender of
subject to levy.

(a) Requirement—(1) In general. Except
as otherwise provided in §301.6332-2, re-
lating to levy in the case of life insur-
ance and endowment contracts, and in
§301.6332-3, relating to property held by
banks, any person in possession of (or
obligated with respect to) property or
rights to property subject to levy and
upon which a levy has been made shall,
upon demand of the district director,
surrender the property or rights (or
discharge the obligation) to the dis-
trict director, except that part of the
property or vrights (or obligation)
which, at the time of the demand, is
actually or constructively under the
jurisdiction of a court because of an at-
tachment or execution under any judi-
cial process.

(2) Levy on bank deposits held in offices
outside the United States. Notwith-
standing subparagraph (1) of this para-
graph (a), if a levy has been made upon
property or rights to property subject
to levy which a bank engaged in the
banking business in the United States
or a possession of the United States is
in possession of (or obligated with re-
spect to), the Commissioner shall not
enforce the levy with respect to any de-
posits held in an office of the bank out-
side the United States or a possession
of the United States, unless the notice
of levy specifies that the district direc-
tor intends to reach such deposits. The
notice of levy shall not specify that the
district director intends to reach such

property
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deposits unless the district director be-
lieves—

(i) That the taxpayer is within the
jurisdiction of a U.S. court at the time
the levy is made and that the bank is
in possession of (or obligated with re-
spect to) deposits of the taxpayer in an
office of the bank outside the United
States or a possession of the United
States; or

(ii) That the taxpayer is not within
the jurisdiction of a U.S. court at the
time the levy is made, that the bank is
in possession of (or obligated with re-
spect to) deposits of the taxpayer in an
office outside the United States or a
possession of the United States, and
that such deposits consist, in whole or
in part, of funds transferred from the
United States or a possession of the
United States in order to hinder or
delay the collection of a tax imposed
by the Code. For purposes of this sub-
paragraph, the term ‘‘possession of the
United States” includes Guam, the
Midway Islands, the Panama Canal
Zone, the Commonwealth of Puerto
Rico, American Samoa, the Virgin Is-
lands, and Wake Island.

(b) Enforcement of levy—(1) Extent of
personal liability. Any person who, upon
demand of the district director, fails or
refuses to surrender any property or
right to property subject to levy is lia-
ble in his own person and estate in a
sum equal to the value of the property
or rights not so surrendered, together
with costs and interest. The liability,
however, may not exceed the amount
of the taxes for the collection of which
the levy was made. Interest is to be
computed at the annual rate referred
to in regulations under section 6621
from the date of the levy, or, in the
case of a continuing levy on salary or
wages (see section 6331(d)(3)), from the
date the person would otherwise have
been obligated to pay over the wages or
salary to the taxpayer. Any amount re-
covered, other than cost, will be cred-
ited against the tax liability for the
collection of which the levy was made.

(2) Penalty for violation. In addition to
the personal liability described in sub-
paragraph (1) of this paragraph (b), any
person who is required to surrender
property or rights to property and who
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